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According to Colombian bankers, the repatriation of flight capital beginning two years ago became
a virtual flood of dollars in recent months. Bankers say the money supply surplus had reached
US$200 million per month. Economists and politicians argue that the inflow of dollars is hardly
surprising, given government policies of trade liberalization and attempts to attract foreign capital
by mandating high domestic interest rates. Drug traffickers are also apparently repatriating large
sums of money formerly deposited in financial institutions abroad. Money laundering is relatively
easy in Colombia. Meanwhile, government officials have responded to the inflationary influx
of dollars by implementing a variety of measures to curb money supply growth. Recently, the
government acted to freeze 250 billion pesos worth of dollars (about US$300 million) by creating
annual exchange certificates bearing a 12.5% interest rate. Currency exchange houses, exporters
and other businesspeople immediately responded with complaints of huge financial losses. They
asserted that the freeze translates to a de facto appreciation of the peso. (Basic data from Agence
France-Presse, 11/04/91)
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